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I. INTRODUCTION

Development of the Problem

The incidence of malpractice in medicine (and resultant liability
on the part of hospitals) has reached enormous proportions in both the
military and civilian sectors. In the civilian sector, some experts
have estimated that the cost of malpractice insurance alone accounts
for as much as five percent of the total cost of caring for a patient.

In 1961, Herman and Ann Somers wrote that the vast increase in
malpractice claims and suits resulted from a symptom of deteriorating
doctor/patient relationships that had been spreading ominously. Until
1974, the rise in malpractice insurance premiums was reasonably con-
sistent with the rise in national health care expenditures and increases
in annual malpractice claims and payments. . During this period, the
rate of increase was about 10-12 percent per yearj

Estimates of total premiums paid by all health care providers
differ widely but are generally believed to have been around $1 billion
in 1975.2 Premium rates for hospitals differ greatly. They are usually
experience-related. Estimates of total premiums paid by private hospi-
tals in 1975 was $700 mi]]ion.3 In 1976, estimates of premiums paid by
hospitals, alone, exceeded $1 bi1lion? This represents a 1,000 percent
increase in annual hospital premiums paid between 1972 and 1976?

In 1975, the Department of Health, Education, and Welfare estimated
that there were about two million medical injuries annually of which
some 700,000 appeared to involve some form of medically negligent
6

conduct.

Similarly, the number of malpractice claims brought against the
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government as a result of medical procedures performed in military

hospitals has risen significantly during the past ten years. In 1963,
only three (3) claims of medical malpractice were filed against the
Air Force. That same year, a total of $12(!) was paid by the Air
Force in malpractice c]aims.7

During the six-year period 1963-1968, a total of 26 claims had
been filed against the Air Force (4.3 per year)? However, during the
next six-year period, 1969-1974, 374 claims (62.3 per year) were fﬂed.9
During the three-year period 1977-1979, 772 malpractice claims (284 per
year) were fi1ed1o In Fiscal Year 1973, alone, 302 new malpractice claims
were filed, totaling $372 mi1110n1]

Figure 1 demonstrates the increase in numbers of claims and in
dollar amounts claimed against the Air Force for malpractice in its

hospitals over the last ten years.

$ AMOUNT CLAIMED
NUMBER OF NEW CLAIMS SUBMITTED ($ MILLIONS)
FY 1970 - 41 19
FY 1975 - 151 60
FY 1977 - 210 122
FY 1978 - 260 298
CFY 1979 - 302 372

Figure 1. Increase in Air Force Malpractice Claims, FYs 1970-
1979. Source: Air Force Times, March 3, 1980, p. 3.

The United States Air Force Academy Hospital has been named in an
increasing number of claims for increasing amounts of dollars. During
Fiscal Years 1978 and 1979, the Hospital has been named in efaht mal-
practice claims, for an amount exceeding $12 million, making it the
most often named hospital in the Air Force with under one hundred beds,

for malpractice claims,

..................................................

-------
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Because of the large number of malpractice claims against the

government naming Air Force Hospitals (arnd the potential cost to the
government resulting from such claims), the Air Force determined that
its hospitals should develop risk management (RM) programs.

The pressure to develop a risk management program at the U. S.

Air Force Academy Hospital was multi-fold:

(1) Program development was directed by Headquarters United States
Air Force;]2

(2) High cost to the government to either defend against claims in
court or to settle out of court;

(3) High visibility of the Hospital because of its location at
the Air Force Academy;-

(4) High visibility of patients at the Hospital (cadets are very
often appointed to the Academy by members of Congress, and cadets and
their parents are not hesitant to contact Congressmen); and

(5) High visibility of being named for malpractice more often than
any other Air Force hospital of comparable size.

Because of these pressures, and in an effort to improve quality of
patient care delivered by the Hospital, top management wanted to develop
a comprehensive risk management program at the Hospital. It was expected
than an effective risk management program would:

(1) Meet Headquarters United States Air Force requirements;

(2) Decrease both the number of claims filed and the dollar amounts
claimed against the government as a result of medical treatment provided
at the U. S. Air Force Academy Hcspital;

(3) Improve the quality of care delivered by the Hospital; and

simultaneously,
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Improve the Hospital's reputation for providing quality

(4)
medical treatment, which is extremely important to Hospital management,

given the Hospital's high degree of visibility.

Statement of the Problem

The problem was to develop and implement a comprehensive risk

management program at the U. S. Air Force Academy Hospital.

Objectives of the Research Project

Objectives of the research project were:

(1) To describe the need for a comprehensive risk management
program;

(2)

literature, personal interviews and seminars or wo-kshops attended so

To collect, analyze and evaluate information from available

that such information could be effectively utilized in developing and
implementing a comprehensive risk managemant program at the U. S. Air
Force Academy Hospital;

(3) To develop alternative proposals which could be utilized in a
comprehensive risk management program at the U. S. Air Force Academy
Hospital;

(4) To evaluate alternative proposals which could be utilized in
a comprehensive risk management program at the U. S. Air Force Academy
Hospital;

(5)

risk management program) to implement at the U. S. Air Force Academy

To arrive at the optimal feasible solution (i.e., the best

Hospital;
(6)

U. S. Air Force Academy Hospital based upon the optimal feasible

To develop a comprehensive risk management program at the
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solution; and

(7) To implement a comprehensive risk management program at the

U. S. Air Force Academy Hospital.

Criteria

Criteria for the program were:

(1) Implementation of the program must be within the authority of
the Commander, U. S. Air Force Academy Hospital.

(2) 1In conjunction with criterion number 1, the program must not
conflict with existing lzpartment of Defense or U. S. Air Force regula-
tions or policies.

(3) The program must meet the needs of the U. S. Air Force Academy
Hospital.

(4) The program must be acceptable to U. S. Air Force Academy
Hospital management and providers.

(5) Cost of implementation of the program must not exceed

expected benefit to be derived from the program's implementation.

Limitations

The following Timitations impacted upon the program to be implemented:

(1) Implementation of the program must be made within existing
budgetary restraints (i.e., no additional money will be allocated for
implementation of this program).

(2) The program must be implemented with no increase in existing
hospital staff (i.e., no'additiona1 manpower will be allocated to
administer the program).

(3) The program must be implemented no later than 25 April 1980.

Definitions

See Apoendix A.
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Literature Review

A thorough review of health care litera.ure indicates that civilian
hospitals have experienced the same malpractice problems and, perhaps,
to a greater magnitude, than have military hospitals. Beyond the
problem of being sued, itself, civilian hospitals have had the related
problem, in nearly every state, of obtaining malpractice insurance. As
a result, many hospitals in America have utilized a good deal of resource-
fulness in coping with these problems. Additionally, state legislatures
have reacted to the malpractice problem in various ways. Further, the
American Hospital Association and the State Hospital Associations have
attempted to ameliorate the problem. The requirement for risk manage-
ment programs to be developed in hospitals is one means by which hospi-
tals, hospital associations, and legislatures have tried to decrease
the 1ikelihood and severity of malpractice suits. The following is a
discussion of (1) the problem in the civilian sector, and (2) how the
civilian sector has handled the problem.

During the last ten years, increasing public and consumer aware-
ness has precipitated an escalation of malpractice suits, based on negli-

gence, against hospitals and physicians. In the Risk Management Primer,

Paul Kessler attributes escalation in malpractice suits to six factors:

(1) Diagnostic and treatment procedures have become complex and

sophisticated.
(2) M™edical care delivery has become more impersonal.
(3) Patient attitudes have changed.
(4) The cost of medical care has skyrocketed.
(5) The size of professional and general liability settlements has
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grown out of proportion, and

(6) The professional and general responsibility of physicians and
hospitals has broadened.‘3

The cost of research in preparing and trying malpractice suits has
also escalated, primarily because of the complexity of liability cases.
The caseload has increased and more time is being allotted to each
case. Additionally, cash settlements have been frequent and astonish-
ingly high. To meet these rising costs, many insurance companies have
turned to physicians and hospitals and, in some cases, have levied
premium increases of over200 DEréent]4 Additionally, many majcr insurance
companies have discontinued malpractice coverage. As a result, by 1975,
only twelve insurance companies offered malpractice coverage. These
companies offered to write ma]préctice insurance but at much higher
rates using the threat of withdrawal of all coverage to secure rate
increases in states they covered}5

Herman M. Somers states that the year 1975 was a landmark of sorts.
In that year, America was treated to its first exhibition of doctor
strikes, most conspicuously in California and New York where doctors
withheld their services excent for emergency cases, and hospitals proceeded
“to close their doors or to contract out services. In some states, physi-
cians threatened more serious actions].6 These uncommon actions were
mainly triggered by disputes over malpractice insurance, extraordinary
increases in premium rates demanded by insurance carriers, and in some
cases, real or threatened withdrawal of carriers from the malpractice
business, which created the possibility of no available coverage. The
malpractice problem, according to Somers, had been growing for a long

time, but had been largely neglected until it reached critical proportions
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in 1975.

The high cost of malpractice coverage was seen by hospitals as
unjustifiable. Hospitals pay for the coverage of regular staff physi-
cians as do other institutions (1ike health maintenance organizations).
Increasingly, however, hospitals also pay for sharing the costs for
attending physicians. Hospital premiums seemed to be rising more rapidly
than the premiums for individual physicians. Further, hospitals
complained that, for the most part, the increases had no relation to

18
actual malpractice experience.

In New York State, where Argonaut Insurance Company was carrying
most of the malpractice insurance, a doctor rebellion was triggered
when the company requested a 197 percent increase in premiums in 1975
which it said they needed in order to break even. (The same company
had asked for a 274 percent increase in California that same year.fg

Many other states found the apparent lack of relationship between
the premium increases and actual claims-experience to be a mystery
apparently intelligible only to the insurers%o For example, in New
Mexico, doctors had paid Travellers Insurance Company more than $3,600,000
in liability insurance premiums from 1971 to 1974. During that same
period, Travellers had paid out only $70,000 in claims. However, in
1975, the company asked for a 74 percent increase.Z]

For one year in which Argonaut had projected a loss of $2,503,000,
upon consulting actuaries using the same data, New Jersey Hospital
Association came up with earnings of $1,525,000: a difference of over
$4,000,000. As a result, Argonaut had consistently overestimated its

claim reserves 2.68 times greater than necessary.

In 1975, the American Bar Association (ABA) Commission on Medical
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9
Professional Liability said that one of the long-term benefits of the

malpractice crisis was that the unavailability of commercial 1iability
insurance caused physicians and hospitals to self-insure, thus forcing
them to begin to analyze the nature of the malpractice prob]em.z3

The number of malpractice claims increased by approximately 20 per-
cent annually from 1970-1976. In 1974, the year before the malpractice
crisis resulted in a physician strike in California, one of every ten
physicians insured by the St. Paul Fire and Marine Insurance Company
was sued.for professional negh’gence.z4

Michigan State Medical Society reported 285 claims resulting in
payment of $6 million from March through November 1977.25

In 1970, 6.5 percent of all physicians were sued. The National
Association of Insurance Commissioners (NAIC) reported 14,074 closed
(settled) claims against physicians between July 1, 1975 and June 30,
1976?6'The department of Health, Education and Welfare's Commission on
Medical Malpractice estimated that 12,000 medical malpractice claims
were filed in 1970 which resulted in $80.3 million paid in compensatiogé7
Fifer states that despite the volume and expense of suits and judgments,
the above figure may represent only the tip of the liability iceberg.28

In order for hospitals to manage risk, it seems beneficial to know
when and where malpractice is most 1ikely to occur. Schwartz and
Komesar quote 1972 data showing a large number of severe injuries
resulting from malpractice of which only one in every fifteen led to
malpractice c]aims.nghe NAIC closed-claim study revealed that 85 per-
cent of all Toss dollars paid by insurance companies are for claims
originating in the hospital setting and that 81 percent of payments

30
relate to surgery, including post-surgical care.
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In 1975, the ABA Commisssion on Medical Professional Liability

concluded that of all indemnity dollars paid by insurance companies,
84 percent were for hospital related claims, and 82 percent were related
to surgery and surgical care.3]

A Michigan study reported the hospital as the site of 70 percent
of claims, and a 1970 multi-sate Westat study reports that 95 percent of
hospital claims were against short-term general hospitals and 75 percent
against not-for-profit institutions.32

Ohio data suggested that hospitals with fewer than 500 beds sustain
more claims and losses than hospitals with more than 500 beds.33

The Michigan State Medical Society stated that 51 percent of the
defendants in malpractice actions were Board Certified; 57 percent were

age 35 to 50 years; and the specialists most frequently sued were as

follows:

General Surgeons - 20.7 percent

Obstetricians/Gynecologists - 21.8 percent

General Practitioners - 12.3 percent

Orthopedists - 7.7 percent

Internists - 4.6 percent 34

Data from Los Angeles showed a concentration of Titigation among
a minority of practitioners. Forty-six of the 8,000 physicians in Los
Angeles accounted for ten percent of all claims and 30 percent of all
payments during a four-year period in the 197053.5 The NAIC study
reported that 2,961 of 4,248 paid claims (or 70 percent) were against
surgeons, especially orthopedists, obstetricians, gynecologists, plastic

surgeons, head and neck surgeons, cardiovascular surgeons, and neuro-

36
surgeons.
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According to the California Medical Insurance Feasibility Study

(CMIFS), the two most frequent sites of incidents that result in claims
against the hospital or physician are the operating room (71.8 percent)
and the patient's room (12 percent). However, the Ohio study concluded
that the patient's room was the most likely source for a claim (39 per-
- cent) and the emergency room was the second most 1ikely (16.3 percent).37
Fifer states that most malpractice claims result from (1) a poor
relationship between the physician and the patient, (2) a poor treat-
8

ment outcome, or (3) an excessively high bi11?

Analysis of malpractice claims in 1970 by the Department of Health,

Education, and Welfare's Commission on Medical Malpractice concluded
that 86 percent alleged improper treatment while only 14 percent alleged
improper diagnosis.39 More recent data from the St. Paul survey (1973 to
1978) indicate that of 19,417 claims, 25 percent claimed improper diag-
nosis (especially relating to counseling, fractures, and dislocations).
These data seem to indicate a shift away from sins of commission toward
sins of omission?o Fifer states that it is the medically related casos
such as nerve injuries and cardiac arrests that cause permanent disabi-
1ity and death and, wiicli contribute most heavily to liability costs?l

The Malpractice and Accident Prevention Program initiated by the
Ohio Joint Underwriting Authority in 1975, analyzed claims from 150
hospitals in terms of their causes. The groups findings, displayed
by frequency of occurrence, revealed:

(1) 11 percent of claims were due to negligence in the operating
room, including the administration of anesthesia;

(2) 10.1 percent to improper diagnosis;

(3) 9.2 percent to medical errors;
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12 :
(4) 9.2 percent to lack of staff attention; “\\
(5) 9.2 percent to falls from hospital beds and tables; \

(6) 6.9 percent to accidents on the way to treatment;
(7) 4.3 percent to burns of all types;
(8) 4.1 percent to infections;
(9) 3.1 percent to loss of personal property;
(10) 32.1 percent to all other causes combined 32
In another recent article, King, et al, reported that the following
were the most frequent reasons for claims:
(1) Death and/or brain damage caused by anesthesia administered
for all types of surgery.
(2) Deaths caused by failure to diagnose cancer.
(3) Deaths resulting from failure to diagnose and adequately treat
underlying pathologic éoronary conditions.
(4) Reactions to diagnostic procedures and diets, e.g., aortagrams,
intravenous pyelograms.
(5) Postoperative infections.
(6) Laparoscopies.
(7) A1l procedures related to obstetrics and gyneco1ogyﬁ3
Probably the most detailed data on hospital-based medically
related patient injuries were presented by the California Medical
Insurance Feasibility Study. The purpose of this study was to determine
the type, frequency and severity of medically related patient disabili-
ties without regard to Tiability. The study defined medically caused
patient disabilities as potentially compensable events (PCE) and
established threshold levels for such eventsﬁ4lming generic screening

criteria, researchers reviewed medical records from twenty-three
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California hospitals. The review resulted in the discovery of 570
PCEs in the 20,8€4 records reviewed, an incidence of 4.65 percent.45

The study determined the severity of injury and found that 86.5
nercent of the injuries were temporary or resulted in minor nermanent
damaite to natients, and 9.7 percent resulted in death. The study
concluded that 17 nercent of injuries would Tikely result in liability
to the hosnital and/or a nhysician. As a result of this studv, it was
nrojected that California hospitals would be resnonsible for 14,000
PCEs leading to 23,800 valid claims and 13,€00 deaths, suagesting that

medicai]y related patient injury is a nrofound nroblem indeed.%6

numbers and Dollar Amounts of Claims

The number of medical malnractice claims is estimated at 20,000

47 In 1977, of 5 nercent of all incidents which resulted in

annually.
navrent of a claim, less than $10,000 was paid. 1In about 50 percent of
the cases, less than $2,000 was naid. Only 3 nercent exceeded $100,000.
Less than one-tenth of one nercent of claims naid ere for onec miliion
dollars or more. In 1277, only seven claims naid were for one million
dollars or more.*8
In 1974, 43 nercent of the claims naid were for less than $5,000.
Over 56 nercent received less than $10,200. Only one nercent of all

aviards exceeded $500,300. The over $500,00C avards, however, renre-

sented about 23 percent of moner paid out.49

Dealing Yith the Problem

Tuo devices nave been most cormonly emnioved to make sure that
insurance is availabhle. ‘More frecuently used ic the lenislating of

joint underuriting nools among all companies offerinc personal injury
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Tiability insurance in the state. They would share the risks for

total 1iability or, in most cases, only for umbrella policies which
cover losses above some large amount, say $100,000. The second device
is legalizing the establishment of physician-owned and/or hospital-
owned mutual insurance associations through state medical societies

or the State Hospital Associations. Many states have instituted tort
reforms designed to reduce the number of claims, lessen liability,
expedite settlements and to improve the defendent's relative position
in contested suits.s0

The most radical attempt to 1imit 1iability was setting voluntary
ceilings in many states on the amount of recovery that is permitted,
irrespective of the severity or extent of damage suffered by the patient?l

The malpractice problem did not derive entirely from shortcomings
in the legal system or from insurance practices. It remains a fact
that malpractice exists in the medical environment which might induce
malpractice claims. Steps taken by states to alleviate the malpractice
problem fall into three general categories:

(1) Mandatory reporting of claims and/or financial recoveries to
insurance companies and/or to a state medical licensing or review
board for investigation;

(2) Strengthening and/or enlarging the disciplinary powers and
mechanisms of existing or newly-created boards; and

{3) Requiring periodic licensing and/or continuing medical
education.52

Poor Patient Relations and Quality of Care -- Recognized Problems

Somers states that the contributing causes of the increase in

malpractice claims are multifold. The plethora of claim instances,
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even if some were without merit, lend support to the growing acknowledg-

ment that there has been a deterioration in doctor/patient relation-
ships, a failure in communication, and active or smoldering resentment
between the parties?3

High technology and ever more refined specialization have increased
emphasis on the mechanistic aspects of healing. They have contributed
to disregard of the patient's need for information, for assistance in
understanding his own condition and how to cope with it, for explana-
tion of the advantages and disadvantages of different procedures and
therapeutic possibilities, and for assistance in developing a sense of
responsibility for the management of his illness or disabi]ity.54
Additionally, there has been a persistent and increasingly documented
amount of genuine malpractice. Most studies, however, blame poor
doctor/patient relations for the increase in malpractice litigation.
According to Somers, the suit prone patient does not sue primarily
for financial gains. He is generally angry at the doctor and sues to
punish him. Most patients think of taking action themselves and only
in one-tenth of the cases did a lawyer advise suit. In just as many

cases, another doctor gave this advice.s5

In recent years, particularly since the surge of malpractice
publizity, medical personnel have witnessed significant and salutary
increases in willingness of the profession to acknowledge and face up
to unnecessary shortcomings in quality of care and in doctor/patient
relationships. Severe admonitions from leaders of the profession are
now almost commonplace in the literature and at such ceremonies as
medical school commencement exercises?6 At a 1974 panel discussion

among eleven of the nation's best-known physicians, Dr. Jchn Knowles,
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former director of Massachusetts General Hospital, asserted:

"There are just too damn many examples of medicine's inability
to police itself. When I was in Massachusetts, the medical society
was alerted to a gquy doing about 80 disk operations in a year. That
was as many cases as Massachusetts General with a stable of the fin-
est orthopedic surgeons in the world was doing. Every doctor in
guy's community knew he was doing it; yet no one had complained.”

It is unlikely that such criticism would have been published in
medical magazines fifteen years ago. According to Somers, in the five
years between 1968 and 1972, 20 states had taken no disciplinary action
against any physician. Within the year ending in mid-1975, six Mary-
land physicians had their medical licenses revoked by the Maryland
Commission of Medical Discipline. This was the largest number of
revocations in any 12-month period since the board began in 1969?8

Significant increases in disciplinary actions during 1975-1976
were also reported for New York, California and other states. The
American Medical Association (AMA) announced that 20 medical societies

have started programs to identify and rehabilitate physicians who are

mentally i11 or have alcohol or drug dependence. At least four states--

Utah, New Mexico, Nebraska and Kansas enacted disabled physician laws
patterned after the AMA's model statute which responded to a House of
Delegates (of the AMA) resolution in December 1975 urging legislative
action on rehabilitation of disabled physicians.s9

A survey of I1linois physicians by the state medical society pro-
duced alarming estimates that one in nine physicians in that state is
addicted to alcohol or other drugs.60

The American College of Hospital Administrators (ACHA) has moved
to impress upon its members the relationship of the conduct and care
of hospitals to malpractice vulnerability. The College maintains that

quality of medical care delivered can be improved bv identifying and
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correcting specific and potential sources of hospital malpractice

common to the various medical specialties and to the hospitaf%] In
1976, medical magazines began to increasingly feature articles which
departed from the earlier mode of berating lawyers and juries, and
concentrated on advising doctors on the elements of their own behavior,
their relations and communications with patients, that might stimu-
late malpractice suits.62

A 1976 questionaire survey of all state medical societies by
the AMA asked some unprecedented questions under the heading, "Risk
Prevention and Control Activities." The survey asked whether the
society had an educational program in this field, whether it had an
audit or assessment prcoram, whether risk control was on the society's
meeting agenda and what activities county societies were undertaking.
In addition, state societies were asked to report on activities to
jdentify and treat impaired physicians.63

On the insurance side, potentially the most significant develop-
ment is the emergence, with legislative sanction, of doctor-owned and
hospital-owned malpractice insurance carriers. In a very brief time,
several of these mutual companies have demonstrated that they can pro-
vide coverage at lower premium rates than commercial carriers were
asking.64

Many hospitals have begun to develop procedures for risk control,
or risk management, with consistent reports of success, not only in
financial aspects, but also in terms of patient relations. One hospital
which has been using a patient grievance'mechanism (which includes several
of the elements of a risk management program), is the 500-bed Halifax

Medical Center in Daytona Beach, Florida, which saved, according to

outside analysts, an estimated $750,000 to $1 million during the period
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1972-19755°

Risk Management, etc.

Fifer states that because of continued expansion of the doctrine
of hospital liabilities, as well as a trend toward self-insurance, hospi-
tals have begun, in recent years, to implement risk management programs.
He writes that:

"More than 14 years have passed since the Darling Case established
the independent professional liability of institutions. Hospital risk
management programs still deal largely with 'custodial' liability (i.e.,
responsibility for the patient's safety while in the hospital), rather
than with deficiencies in medical care."

Though frequent adverse effects due to custodial negligence are
usually minor and lead to minimal dollar liability, data collected
by the National Association of Insurance Commissioners (NAIC) indi-
cates that 90 percent or more of such claims are settled out of court.
Further, only 20 percent of those cases that go to trial actually result
in payment. Of claims paid in 1970, 50 percent were for less than $2,000
and only 3 percent exceeded $100,000. 67

More importantly, risk management activities such as the creation
of procedure manuals, investigation of incident reports on a case-by-
case basis, and occasional patient satisfaction surveys have never
proven effective in preventing patients from bringing lawsuits against
.he hospital b8

Separate and distinct from custodial negligence is professional
negligence, one cause of medically-related injuries to patients. The
risk of professional negligence is usually shared by both physician
and hospital, and is accompanied by a greater potential for large

claims and settlements. The increasing number of malpractice suits

and alleged professional negligence may simply be evidence of a lecal

rights explosion in our society as witnessed by the increase in professional
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1iability claims against architects, engincers, attorneys and other

professionals. The malpractice crisis may be a crisis of expectations
generated by the romanticized portrayal of medicine by television and

other media.s9

Vaccarino concluded that the act of ordinary negligence in mal-

practice will occur with statistical surety in a random fashion in all

¥
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our daily lives and can only be prevented by diligent conduct and by

»
o
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the practice of good medicine?o Quality assessment and risk management

activities are one means of monitoring and improving patient care but %i
to be truly effective, such efforts should be integrated within the k%
hospital. The American Bar Association's Commission on Medical Pro- 3§
fessional Liability predicts that expanding doctrines of institutional ;;
1iability will create enormous pressures on the hospital with respect EE

“

N

to the prevention of medically-related injum’es?1

The state of Florida has enacted legislation setting forth detailed

“ate

R R

specifications for risk management activities. Similarly, risk managa-
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ment program development is being encouraged by the American Hospital

h
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Asscciation, state hospital associations, the American Bar Association

>

and insurance companies.

Py

The Risk Management Manual of the Federation of American Hospitals i_
states that very Tlittle evaluation of the effectiveness of risk manage- é;;
ment programs has been.initiatedz3 Consequently, development of means Eﬁ
of evaluation of such programs appears necessary. ;E
A Need for Self-Insurance EL

o

Many hospitals and physicians could not afford the premium increases

TN
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during recent years and looked toward alternative methods of protection

against malpractice claims. Many hospitals and physicians began to
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self-insure as an answer to this problem. Under the self-insurance

concept, hospitals pay into an insurance fund in much the same way
they paid insurance premiums for commercial policies. Money is set
aside to pay claims and the cost of investigations. In the hospital,
funding is based on previous exp..,ience with liability claims. Under
a self-insurance plan, hospitals are better motivated to reduce risks
and potentially harmful events. When negligence and associated claims
and awards are reduced, hospitals pay less money into the insurance
fund. In a sense, this has been forced upon hospitals and self-pre-
servation and financial stability are now equated with quality assur-
ance, safety programs and risk reduction. If a hospital can control
risk, fewer accidents should occur. Patient care should i:prove and
insurance funding should stabilize at a reasonable rate.’4

To permit hospitals to self-insure for professional Tiability,
three changes were required and were accomplished by 1977:

(1) Modifications in state laws,

(2) Agreement by third party payers to reimburse hospitals for
self-insurance funding as they had for insurance premiums, and

(3) Access to "excess insurance policies" to protect hospitals
against catastrophes. For example, hospitals can now buy "umbrella"
coverage for those claims which exceed $1 mi1110n.75

Ir addition to the malpractice insurance and self-insurance programs,
hospitals have become much more conscious of the need to prevent injuries
to patients, visitors and employees, thereby reducing financial risk.
Consequently, quality assurance and risk management activities have
been emphasized more frequently as appropriate means of identifying

and preventing problems or injuries before they oc~ur. Mechanisms
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have also been established within the hospitals to respond to problems

or injuries that may precipitate malpractice suits after they occur.
If such quality assurance and risk management activities are planned
carefully and used appropriately, the total risk management program
can be a viable, effective method of preventing injury and reducing
financial loss. The impact of such a program will, however, only be
as great as staff training is comprehensive, and as program evaluation
modifications are continuous.76
Mount Sinai Hospital in Chicago was faced with three alternatives
in 1976 regarding its malpractice insurance program:
(1) Pay $2.3 million to get $6 million in coverage,
(2) Put $3 million in escrow to cover insurance costs and buy
$3 million of umbrella coverage, or
(3) Become a se1f—insurer.77
During the past 14 years, the 500-bed facility had paid only
$500,000 in malpractice claims. The hospital elected to self-insure
and increase its emphasis upon the hospital's internal risk reduction
program--a decision which resulted in considerable savings to the hos-
pital during its first year of oper'at1'on.78
: Many hospitals and hospital systems have met with success in risk
5- management efforts. In 1975, the North Broward Hospital District found
}“ itself tasked with a situation in which the question of malpractice
‘ insurance had become a very intense and complex problem. This district
'é* \ covers the northern two-thirds of Broward County, which has a population
of 600,000. The district had been inviting bids for total insurance
79

coverage, including malpractice coverage, every three years for 15 years'

In June 1973, the hospital received bids and was disappointed to
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learn that only one insurance company had submitted a bid for public

liability and malpractice coverage. The bid, which was for three
years with an annual premium of $370,000, was 48 percent higher than
what it had been the previous year. The hospital accepted the bid

thinking satisfactory coverage was provided for the next three years.

[ 2Y

However, early in 1975, a series of adjustments was made by the car-
rier which quickly brought the asking premium to $2.5 million, or an
f increase of 575 percent in less than 20 months.80

This premium increase would have reauired an increase in patient
room rates of approximately $6.00 per day to meet malpractice alone,
and the hospital believed that such an increase to its patients for
malpractice coverage was unjustified.al

In the Timited time that was available to the hospital before the
premium was due, many insurance possibilities were studied; however,
the investigators discovered that coverage was too costly, undesirable
or simply not available. Meanwhile, the hospital attorneys were in-
vestigating the possibility of self-insurance and they ultimately con-
cluded that it would be in the district's best interest to set up its
own insurance program. The program's stated objectives were to ensure
that the district and the hospitals received full protection for mal-
practice and public exposure to 1iability, that all the political
statutory requirements were met, that theré was a well-defined pro-
cedure that ensured timely processing of all incidents and claims, and
that claims prevention was emphasized.82

Responsibility for the program was delegated by the board to the
insurance committee made up of three board members, a hospital attorney,

the district director and the three hospital administrators. This




management program included a detailed system of evaluating and re-

viewing each occurrence involving a patient, a visitor or a physician
from which some injury or problem might result.83

In describing the new malpractice coverage of the non-insurance pro-
gram, the hc:pital strived to emphasize to attorneys, patients, the
general public and juries (to the extent permissible) that they had
no malpractice insurance. Any settlements, judgments or other payments
granted to patients had to be taken from a limited tax fund. They
wanted juries to understand where the monies came from. Because most
of the jurors would be tax payers, the hospital felt that the jury
would base their judgment on facts rather than emotions. 84

Another important aspect of the new program was the effect it had
on employees. In the past, the fact that the hospital had insurance
seemed to lull employees ‘into complacency and they were much less con-
cerned about malpractice problems. As a result of the program, they
began to view the risk management program as their own and to recog-
nize the fact that the funds set aside could be used in either of two
ways: (1) to pay malpractice awards, or, if they do a good job and the
district has a good malpractice experience, (2) to pay for increased
employee sa]ariesvahd benefits.85

In order to satisfy the concerns of those who held the hospital's
outstanding revenue bonds, the hospital set aside $1 million in a special
reserve account for this purpose. These funds could be used to sat-
isfy judgments, but the hospital was required to maintain this amount.
The hospital planned to increase this fund to $2 million as quickly
as possib]e.86

After 18 months experience under the "non-insurance" program,
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the hospital was very pleased with the results. After the first full

year of operation, the total cost of the program including attorney
fees, salaries, settlements, and other expenses, was only $61,000.
Based upon the insurance company's demand of $2.5 million, it adds up
to a savings of more than $2.4 million to the hospitals' patients in
the first year. Moreover, the interest earned on the $1 million
reserve covered the entire cost of the program during the first year

of operation.87

Hospital-Sponsored Insurance Groups

For several years, commercial insurance companies found the pro-
fessional 1iability market to be profitable, and competition held
insurance premiums at reasonable levels. However, the increasing
number of malpractice claims, the increasing costs of awards and
settlements, and decreases in investment income, stock market Tosses
and better insurance opportunities in other areas, caused many compan-
ies to withdraw from the professional liability market place. Many of
the commercial companies that have remained in the professional Tiability
marketplace modified their medical malpractice coverage and underwriting.
Premiums are high; they are based on pessimistic projections of incurred
but not reported claims, expected losses, and margins for error§BPMny
companies have set premium rates to cover all expected losses, opera-
tional expenses and profits, without consideration of investment
income or other assets as resources for payment of claims and these
other expenses.ggsome companies have changed their forms of coverage
from occurrence coverage to claims made coverage. As a result, every
state in the nation has enacted remedial legislation designed to lower

these costs or improve avai1abi1ity.90

-———
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More than 40 special-purpose companies have been formed. They

range from companies that are owned or sponsored by hospital or physi-
cian associations to companies that comprise a few providers. Such
comnanies include Hospital Sponsored Insurance Organizations (HSIO),
which are insuring organizations that are owned and/or sponsored by
the parties insured or by a group of associations to which the insured
individuals be]ong.91
Currently there are 28 HSIOs, 20 of which are located in the United
States. HSIOs are formed to best suit the requirements of the insured
parties and the state governments?zThere are certain advantages provided
by HSIOs which include increased stability of insurance coverage and
costs, additional capacity, more effective loss prevention and risk man-
agement programs, and reduced operational costs.93HSIOS can stabilize
fluctuations in coverage and costs. As HSIOs operate solely for the
protection of their members, the unilateral cutbacks in coverage and
increases in premiums made by commercial carriers are avoided. The
result is availability of coverage at reasonable costs based on local or
statewide experiences, an important advantage to these participants.94
Another advantage of HSIOs is that commercial companies have
reduced their capacities by restricting the amount of exposure to mal-
practice claims that they wish to assume, and thereby fail to meet the
current demand for higher Timits of coverage put on them by hospitals.
HSIOs can generate new capacity provided that sufficient capital is nro-
duced by the members to meet the HSIO tests and provided that appro-
priate re-insurance arrangements can be made for the added protection
95

of their insured.

Loss prevention and risk management programs conducted under
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auspices of commercial companies have been somewhat ineffective. HSIOs,

which have the unique relationship with their insured, face less resist-
ance to loss prevention and risk management programs, and have a better
chance of implementing effective oneg 36

Operational costs of HSIOs can be held substantially below those
of commercial companies. Additionally, Medicare will reimburse hospitals
for premiums paid to HSIOs as Tong as the premiums do not exceed the
cost for available comparable commercial insurance and as long as they
meet the Medicare program's provisions regarding reasonable cost?7lﬂthough
risk management should be pursued by all hospitals, it is especially
important for hospitals whouse self-insuring mechanisms to incorporate
risk management activities and self-insurance programs. It is import-
ant for two reasons. First, risk prevention activities, both for
reducing the possibility that patients will be harmed during their
hospitalization and for providing for incréased visitor, employee, and
physical plant safety, can in the long run produce ccst savings for
hospita]s.93 Second, the Medicare Bureau requires the self-insuring
hospitals, whether they use limited purpose (captive) insurance compan-
ies or self-insurance funds as their self-insurance mechanism, £0 have risk
management programs, if they wish to have their premiums or fund contri-
butions treated as allowable costs.?9

"Risk Management" is a term borrowed from the insurance industry
during the malpractice crisis. Long before the term was applied to
hospitals and health care, hospitals were practicing risk management
through the aseptic practice, satety, and tissue committees of medical
staff, as well as through those committees concerned directly with

admission privileges and clinical practice of medical staff physicians.]00

............................
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Risk Management -- A Recognized Need

Because of the magnitude of the malpractice problem, the W. K.
Kellogg Foundation of Battle Creek, Michigan, recently awarded the Idaho
Hospital Research and Education Foundation a $627,000 grant to develop
a cooperative risk management program jointly with the Colorado and
Arizona Hospital Associations, which is designed to reduce hospital
insurance losses and encourage injury prevention. This three-state
coalition is perceived as having great potential {0 reduce malpractice
and negligence insurance claims and premiums; improve hospital safety;
encourage the enforcement of necessary regulations, standards and codes;
and enhance the quality of patient services in the western region of the
United States.!0l

Key functions of this risk management program will be:

(1) Identification and analysis of potential risk;

(2) Elimination of risk incurring activities;

(3) Implementation of procedures and programs to prevent and
reduce injuries and loss; and

(4) Evaluation of methods to best pay for losses incurred.102

During the thrée-year study, the cooperative program will be
implemented in 32 hospitals of different sizes, locations (rural and
metropolitan), and type (community, governmental, and teaching).103

The cooperative risk management program has the potential to
eventually be implemented in approximately 222 hospitals already
participating in related programs in the three states.104

Pilot hospitals will be requested to make certain commitments as a
part of the study. They will receive approximately 85 man days of

technical service at no cost during the twelve-month pilot phase.
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Additionally, they may expect reduced incidents and losses leading to

reduced costs as a result of implementing the risk management system.]05
For a detailed study of the risk management approach to be utilized in
this pilot study, see Appendix 8.

There are several factors to consider when talking about risk
management in the Hospital. Progress toward the institution's goal of
higher quality care through expanding technology is blocked by cost
containment efforts. Efforts to monitor the quality of care mandated
by legal requirements for corporate responsibility are met, in some
cases, with other legal decisions mandating due process in medical
staff admission, privileges and practice procedures. Further, there is
a charging image of health care. Much has been written about the tran-
sition of the hospitals from the physicians' workshop of yesterday to the
community health center of today. The patient has changed from the
"trusting, paying, medically ignorant sick person to the doubting,
fully insured, knowledgeable consumer."]Oﬁdditiona11y, government,
besieged by the high cost of Medicare, Medicaid, and research and
development programs, threatens to redirect the expensive taste of the
public in favor of a stripped down model of prevention and cure. All
this is to be accomplished at the same time that hospital costs are
being raised by inflationary, economic, and societal forces over which
hospitals have little control.107

Finally, trustees should understand that risk management is a
joint venture, or partnership with the governing board and medical staff.
With about 80 percent of all claims paid to patients resulting from
occurrence in the hospitals, this partnership is extremely important.

The securing of evidence by patients' lawyers alone involves hospital

nersonnel who should be a:are of 17721 imnlications.
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Another factor to be considered is that risk management programs

are required for state licensure in a growing number of states. The
hospital is required to have an acceptable program in order to qualify
for Medicare and Medicaid reimbursement of payment for the self insur-
ance reserve fund. In addition, the accreditation standards of the
Joint Commission on Accreditation of Hospitals already specify most
elements of the risk management program and are coming closer and closer
to requiring a formal program of risk management.108

According to Stewart, hospitals developing risk management programs
should keep in mind the following considerations:

(1} Individualization of risk management programs is essential to
success.

(2) The elements of risk management programs should be flexible;
the one exception being some degree of organization.

(3) How to organize for the control of risk in a given hospital
depends on the risks that can be identified, interpreted, and isolated
in the hospital.

(4) Any system of risk management should be adopted by the
governing board.

(5) Designation of a risk manager charged with the responsibility
for thé system is necessary to insure accountability.

(6) A risk management committee should be formed that is suitable
to the hospital and its management style with persons respresenting
the governing board, the medical staff, nursing services, and the patient.

(7) A11 persons on the hospital premises can contribute directly
or indirectly to the patient's adverse response to a hospital stay.

(8) The greater the number of providers that are involved, the
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more effective the risk management system.

(9) The objectives and procedures of risk management should be
stated in sufficient detail to give direction to the program and to
permit it to be evaluated.

(10) The system should have a suitable means for the identification
of risk and an interpretation of its cause and effect on patient care
delivery.

(11) The incidence of risk needs to be isolated in terms of parti-
cular hospital procedures, location on the premises, and the groups of
personnel involved.

(12) Finally, the system must include a way to methodically follow
the reduction and eradication of risk for patients. This can best be
accomplished by collecting the information about risk. Such collection,
whether by pencil or computer, can help immeasurably to locate trouble
spots as they occur in order to facilitate education and prevention."09

Once defined and systemized, risk management needs to become a way
of 1ife and a factor in decision making. Decisions about spending
should be reachad not only in terms of patient revenue but in terms of
quality of care. Settlement of patient claims should consider not only
dollar cost but also physician and nursing staff involvement in decision
making and how patient care should be modified as a result of the
experienceJ]OJohn L. Ashby, et al, stated that the primary mechanism
available within the health care setting to deal with skyrocketing 1iab-
ility costs is risk management. Beyond the economic burden and the
reality that the majority of malpractice claims arise from hospital
based incidents, hospitals will be receiving increasing pressure to

reduce risks for other reasons which include the following:

...............
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(1) Increased legal responsibility that is being assigned to

hospitals for care delivered within the hospital.

(2) Increased use of self-insurance and the fact that Medicare
requires a risk management program for self-insuring hospitals.

(3) Increased consideration of the proposal that hospitals assume
all liability and responsibility for insurance (including that of phy-
sicians) for malpractice incidents occurring within the facﬂity.]n

The primary elements in risk reduction according to Ashby, et al,
are:

(1) Prevention of claims: mechanisms established or proposed
for averting the claims that may result from known maloccurrences {e.g.,
prompt treatment of injuries at no cost to the patient).

(2) Defensive claims: procedures to evaluate the efficacy of
court defense and to assure the adequacy of defense if this course is
chosen (e.g., use of expert medical opinion in determining the existence
and extent of negligence).
procedures for the legal disposition

of outstanding claims (e.g., out-of-court set'c]ement).”2

(3) Disposition of claims:
Ashby, et al, identify nine risk detection procedures. Incident
reports alone, they state, are not adequate for risk detection because

it cannot be assumed that all incidents will be reported. In parti-

cular, physician-related incidents are rarely reported in this manner and

these are the cause of many serious malpractice claims. Several other
potentially useful sources of information are available to hospitals
including the following:

(1) Incidents reported verbally by physicians and employees;

(2) Patient complaints to employees, administration and busiﬁess

office;
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(3) Patient ombudsman findings;

(4) Letters from attorneys about injuries or other cases of
patient dissatisfaction;

(5) Malpractice claims;

(6) Summaries of past claims experiences or the experiences of
other hospitals;

(7) Inspections of the physical plan and audits or policies and
procedures such as relevant portions of the Joint Commission on Accred-
itation of Hospitals accreditation report;

(8) The experience of employees «d physicians; and

(9) Findings of the medical audit or other quality assurance
committees.”3

Ashby, et al, further stated that as many mechanisms as possible
for reporting ohysician related incidents should be employed in order to
provide every opportunity for physicians and employees alike to make
reports on quality control pr‘ocedures.”4

The proper handling of incidents of potential liability is based
on two philosophies. (1) immediate open and honest discussion of the
incident with the patient and relatives; and (2) fair compensation for

any harm to the patient that is believed to be caused by the hospita'l.”5

Staff Level Functions

In general terms, according to Ashby, et al, there are six staff
functions which are within the scope of a patient-oriented risk reduc-
tion program:

(1) Receipt of information on patient incidents from all applicable
sources;

(2) Logging, tabulation, filing, and transmittal of information on
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incidents obtained from reporting sources;

(3) Investigation of incidents to provide information for both
development of Tegal positions on specific cases and development of
preventive strategies;

(4) Screening of cases for consideration by committees and other

individuals for liability control andnrevention punposes and provid-

ing follow-up committee actions as requested;

(5) Liaison with patients (patients' relatives and attorneys, as

applicable) for purposes of preventing a claim from being filed and

o~
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coordination of efforts to make financial restitution when that is

iy T )

necessary; and

(6) Development of recommendations for compensation to aggrieved 5

patients (which may or may not require administrative approva1).”6 :E
1
The risk manager is an integral part in any risk management :j
]
program. The American Hospital Association's own version of a position KN

NS

® v .

description for the risk manager is provided at Appendix C.

7

Ashby' stated that there are fourteen model elements for risk

management programs, of which six are considered most important:

N CWORW T, 4 W
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(1) Single administrative responsibility for the program;

s

(2) A series of risk reduction procedures, including analysis

of incident reports, patient complaints, patient ombudsman findings,

letters from attorneys about injuries and malpractice claims, inspec- fé
tions of the physical plant, and audits of policies and procedures; 'Eﬁ
(3) Written 1iability and control procedures; Ej
(4) Delineation and assignment of staff level functions; Eﬂ
(5) A centralized committee to coordinate risk management activities; E:E
(6) Encouragement of physicians so that they will report incidents L
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as well as examples of poor care. 117

Fifer states that medically related incidents or events will be the
main target of risk management programs. Physicians and nurses must
become activr iv involved in such programs. Coordination of existing
quality assurance activities with those designed for risk management
may be the first and one of the most effective steps in improving a
hospital's risk management p\r'ogram.”8

Many hospitals have met with success through develipment of risk
management programs. Largely as a result of risk management programs
being implemented in hospitals, more than 1400 hospitals and physicians
in Florida will benefitl from a $2.2 million reduction in medical mal-
practice insurance premiums approved for the Florida Medical Malprz:ctice
Joint Underwriting Association. Hospital facilities including clinics,
blood banks, laboratories and seven HMOs will realize a 19.6 percent
savings, or approximately $1.2 million. In Florida, the patients com-
pensation fund of $27 million in reserve is used to pay claims which
exceed $100,00C. The individual practitioner or facility is required
to cover the first $100,00C of any claim.119

The American Hospital Association and other authorities on risk
management advocate the systems approach to development of risk manage-
ment nrograms. A real benefit of the systems aporoach to risk manage-
ment is a »otential reduction in professinnal insurance premiums.

The American College of Surgeons reports th:t the Pennsylvania Hosoital
Insurance fompany, which insures 185 hospitals, reduced rates by 9
percent the Jirst year after instituting the systems aporoach in its
hospitals.)?D Surther, the Virginia “nspital Reciprncal offers a 10

oercent discount on oremiums to hospitals that have a systematic risk
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management program. In Washington State, risk management by the 70-

hospital insurance trust reduced premiums to 30 percent below the com-
merical rate; and the systems approach used by 53 Adventist hospitals
has helped them reduce the premium by 20 percent.]21

Donovan and Bader advocate the systems approach to risk manage-

: ment. They state that the essential elements in a risk management

program are people, especially:

(1) the medical director and/or department chief who maintaias
strong methods of education, supervision, privileging and audit;

(2) a chief executive officer who is committed to quality care
and has designated a top-Tevel assistant as risk manager;

(3) a board that supports the quality assurance efforts of ad-
ministration and medical staff, and

(4) nursing supervisors, patient representatives and other person-
nel who have specific responsibilities for bringing the benefits of the
system to its primary recipients--the patients.122

Donovan and Bader further state that without the cooperation of
those key persons, no risk management program can hope to achieve
maximum effectiveness.]zﬁospitals involved in risk management programs
have shown that stronger systems resulted when the medical staff was
consuited and briefed during the planning stages of organizational
models.

Donovan and Bader introduced four risk management organizational

. models (See Appendix D). No one organizational model is right for

every hospital. Many hospitals utilize a general organizational model
which was adapted to their individual requiraments. Alternative models
discussed by Donovan and Bader are examined below:

(1) The Medical Director Model I. The medical director who reports
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to the chief executive officer directs the risk management office

where all administrative safety programs are centered. He also chairs
the medical staff patient safety committee. Existing medical staff
committees on quality assurance and peer review report to the risk
management committee which coordinates their activities and integrates
them with hospital-oriented programs.‘24

(2) Medical Director Model II. The medical director oversees
all medical staff quality assurance programs and coordinates his act-
ivities with a separate administrative risk management office through
a risk management committee. The committee's members are drawn from
both administrative and medical staffs(e.g., chief executive officer,
director of nursing, director of engineering, department chiefs and
committee chairmen).]z5

(3) Quality Assurance Model. A quality assurance director, who
may be a physician or a non-physician, directs all hospital and medi-
cal staff programs from one office and communicates with the medical
staff through a risk managemeﬁt commi ttee composed of medical staff
members 26

(4) Administrators/Department Chiefs Model. This a minimal change
model in that no risk management office (or no new office) is created.
A top-level administrator directs or coordinates hospital activities
that involve patient safety (e.g., patient relations, incident reports
by nurses). The hospital that developed this model had full-time
department chiefs, however, the model could also work for hospitals
having part-time or volunteer chiefs who have enough time and a com-
mitment to the risk management systemJZ7

A feature central to all four models is a medical incident com-

mittee or some similar control that reviews and takes action on
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incidents which are serious enough to require immediate response.

The members of this committee might be the medical director, the chief
executive officer and the appropriate chiefs of services. Most of the
work of any risk management program is carried out by the risk manager
and the risk management committee, whose members are drawn partially
from the medical staff. The coordinator may or may not be a physician.
Sometimes he is an attorney who serves as the hospital's in-house coun-
se1.]28

The specific responsibilities of the risk manager include the
following:

(1) Reviewing incident reports and other patient safety informa-
tion (e.g., reports of the patient representative on conditions that
might lead to incidents or claims), and bringing together hospital
and medical staff for corrective and preventive actions;

(2) Building a data base of incidents (cross-referenced by severity,
type, location in the hospital), and other relevant factors, for use
in identifying events that may require corrective action;

(3) With the help of the risk management committee, encouraging
physicians to report incidents (either verbally or in writing) and
personally encouraging nurses and other hospital employees to report
incidents;

(4) Through educational programs, increasing awar~ness of factors
in patient safety among the medical staff and all other hospital per-
sonnel;

(5) Identifying critical patient safety problems for review and
action by the medical staff committees on audit, credentialling, con-

tinuing medical education, and other quality assurance activities;
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(6) Following up on actions recommended by the risk management

comittee to ensure that they are timely and actually comp'leted.‘29

Appendix C is a position description for the risk manager as
seen by the American Hospital Association.

The specific responsibilities of the risk management committee,
as seen by Donovan and Bader, are as follows:

(1) Reviewing critical incidents and patterns of incidents, and
agreeing on appropriate actions;

(2) Coordinating the efforts of the medical staff committees on
audits, credentialling, continuing medical education, and other quality
assurance activities; and

(3) Ensuring that programs exist which focus on education and

prevention rather than on corrective actinns.]30

Benefits

The greatest benefit to the physician of the systems approach to
risk management is helping him improve the quality of patient care. This
system promotes improved care by detecting problems quickly, creating
Tines of accountability for action, strengthening existing quality
assurance mechanisms and detecting professional incompetence. When all
quality assurance reporting mechanisms are coordinated through the
risk management office, the risk manager can screen data immediately
for such danger signals as an unusual number of falls or postoperative
infections. Types of incidents can be detected as they occur instead
of months later when the insurance carrier provides data. Potentially
Compensatle Events (PCEs) (i.e., incidents that could result in claims

against the hospital), can be identified through concurrent review of
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patient charts instead of through retrospective audits. An incident

or complication involving physician care can be identified and corrected
before a minor problem becomes a serious one. In the long-run, a reported
- incident can become a part of the continuing education process that con-

tributes to better patient care.131

Implementing Risk Management

According to Donovan and Bader, an action plan for the systems
approach might include the following steps:

(1) Build awareness of the patient safety problem and of the
systems approach as a partial solution;

(2) Encourage hospital and medical staff to make a joint commit-
ment to the concept of a systems approach;

(3) Delegate a top-level hospital physician group to draft an
organizational model and audit the hospital's existing quality as-
surance systems to see how they can be strengthened and integrated;

(4) After a complete audit, implement the system carefully, one
step at a time;

(5) Evaluate and continue to evaluate (and make changes, if neces-
sary) in the best interest of the patients and the hospital and then
the physician team (in that order of priority).!32

In a seminar conducted by the American Society for Hospital Risk
Managers in New Orleans in March 1980, Janine Fiesta identified three

. basic steps in a risk management program:

(1) Identification of risk utilizing:

(a) Claims histories /incident reports regarding malpractice:
(b) JCAH, state and similar surveys conducted;

(c) Patiert Complaints from patient representatives and the
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business office;

(d) Committee minutes (Infection Control, Safety, Utilization
Review, Mortality and Morbidity, etc.);

(e) Medical Records: Utilizing concurrent screening and
attorney requests; and |

(f) Oral Communication, especially from the physicians and
nurses.

(2) Evaluation, which may include a complete investigation to see
if the hospital conformed to standards;

(3) Treatment: To eliminate causes of malpractice problems
(through education, policy and procedure changes, communication,
better documentation, etc.).]33

A detailed study of the steps to be taken to implement a hospital
risk management program utilizing the systems approach is provided at

Appendix E.

The Lawyer's Role in Risk Management

Many hospitals employ legal counsel but most hospital staff lawyers
devote the major portion of their time to the business aspects of hospi-
tal management (e.q., certificate of need applications, Medicare and
Medicaid problems, labor disputes), rather than to medico-legal issues
involving patients]3%ecause few hospitals employ a lawyer who handles
patient care issues on a full-time basis, the medical staff and ad-
ministration may not fully understand the lawyer's capacity for pre-
venting and/or minimizing legal problems for the 1'nst1‘tut1'on..'35
A good risk management program should incorporate legal counsel

as a part of that program. Holder cites three functions of the Hospi-

tal attorney:

RPN PLFA T AN L AP MO AT N Y S SUE N SR CE 0T 20N a8 PN S SR IN Ty K

- e A e —aEm e W S A S A

- M A e e - e

LS

2 S BB s S R N S A Ak PP G DD SN W P T BB B P _ Sy v T WD A A R Yef, @B ST XK R IR W W

A




.x

4]
(1) Investigation of, and representation in, malpractice suits;

(2) Prevention of lawsuits; and

(3) Education of hospital per'sonne1.]36

When an event raises the threat of a malpractice action, an in-
house lawyer can help alleviate much of the difficulty, even if the
hospital is insured by a commercial carrier. For example, in a teaching
hospital, house physicians involved in the care of a patient may be
practicing elsewhere by the time a malpractice suit is filed. There-
fore, the lawyer who is immediately informed of an incident can obtain
statements from the parties involved and ihvestigate the situation long
before a suit is filed. When working with representatives of insurance
companies, an attorney can also expedite necessary arrangements, give
legal advice if requested, and be available to ana1yze the problem and
its Tegal imp1ications.]37

Holder states that the large hospital has enough patient-related
issues of this type to keep at least one full-time lawyer extremely
busy. Small hospitals might consider sharing the services of a 1awyerl38

Teaching is andther very important aspect of an in-house lawyer's
role. Through regular meetings with legal counsel about the common
problems and issues (e.g., consent forms, informed consent process,
treatment of minors, emergency care, attending physicians), nurses and
other hospital personnel learn to recognize a legal problem when it
occurs. Most risk management issues involve, in some way, potential
legal problems. The wisdom of trying to manage legal issues without

a lawyer on staff is questionab]e.l39

Hospital Policy

Hospital policy plays an important role in risk management. For
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example, both the hospital and the delivery room physician were held

liable by the California Court of Appeals in a suit charging them with
causing emotional distress in a husband who witnessed both his wife's
and child's death in the delivery room. In announcing its decision,

the appellate court majority threw out the previous standard, which
exempted the hospital from emotional distress liability when an observer
witnessed unpleasant or disturbing events in an operating room or de-
livery area. The husband's allegation that the hospital caused the
wrongful death and breached a contract to deliver the child were dis-
missed by the court. As a result, the husband would have had no grounds

for a suit if he had not been allowed in a delivery room.140

Physician Participation

Physicians can identify and correct problems that keep patients
from getting the best care possible. Many of the problems physicians
uncover can be traced to the deficiencies in the facility, its equip-
ment or the way care is organized and delivered. Others, however,
can be traced to people failure--to the fact that a physician Jacked
the knowledge or skills or proper attitude to perform at the highest
level. Fifer defines risk management as a detection system designed
to predict when the next person failure will occur and to prevent it
from happening.14]

Not surprisingly, physicians are a major component of a total
hospital risk management program. A risk management program cannot
eliminate every risk (many patient care activities, even if performed
in the most careful manner, are inherently risky, and sometimes harm

to the patient js done). Even when harm occurs, however, liability

s

-, et Wt AT
AN J\)J"I R R AR

—— e sw-e




43
suit may not result if the patient was adequately informed of the
risk and if he consented to performance of a procedur‘e.]42
A risk management program can prevent liability by detecting
carelessness and negligence before they occur. Experience shows
that liability suits are often preceded by a clearly identifiable

trail of substandard performance or behavioral aberrationl43

If it is
detected and corrected in time, serious harm to patients can be pre-
vented. The organized medical staff is responsible for developing
a detection system designed to prevent harm caused by physician care-
lessness.

According to Fifer, a physician's responsibility for risk manage-
ment has four components:

(1) Initial credentialling. The medical staff is responsible

for recommending only qualified physicians for medical staff member-

ship, and for recommending for each physician specific ¢linical

o

privileges 1imited to his area of competency. Conscientious staff

5
-3

- ;
work before the appointment decision is made may prevent liability in fx
the future for both the hospital and applicant. &f

P

2@ S

(2) Recredentialling. Accreditation standards state that the

current competence of each member of the medical staff must be appraised

Ay

on a periodic basis. In every instance, recredentialling decisions ?ﬁ
3

t"“'ﬂ,

should be based on the subjective evidence gleaned from the performance -::

N ':'J]H

evaluation or audit system. ;vl
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(3) Other internal data sources. Data related to the quality of o~
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patient care may arrive from any review and evaluation activities within -:}4
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the hospital. A safety committee may detect an electrical problem in ;'
the patient monitoring equipment before harm is done. The infection O
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control committee may spot an outbreak of infection before it becomes

wide-spread. The tissue committee may discover a trail of questionable
surgical judgment before death on the operating table occurs. The trans-
fusion committee may discover indiscriminate blood uses that point to

an increased danger of serum hepatitis. The utilization review committee
may detect a pattern of overstays due to a potentially preventable
complication such as pulmonary embolism or infarction.

(4) External data sources. The medical staff needs a reporting
system whereby staff physicians will promptly disclose any malpractice
actions filed against them even if those actions were unrelated to the
hospital. Prompt investigation may forestall a serious hospital incident
and the resulting 1iability. The medical staff also needs to receive
data produced by the county medical society and the state board of
medical examiners, both of which often receive and investigate com-
plaints about physicians.]44

Specific techniques are needed to encourage both physicians and

emnloyees to accept the responsibility to report incidents and to E?‘
perform their work in a manner that will avoid cause for legal action. 3
The most difficult aspect of this charge may be to get staff physicians Eg‘
to report incidents in which they are personally involved or of which 4

they may have knowledge. Physicians are reluctant to report incidents

not only because they dislike the added paperwork or time required'to

YHEANS AN v
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discuss the matter, but also because they feel the information may con-
tribute to the probability of legal action against them or their colleaques.

Ashby, et al, state that this attitude must be changed. Education
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is the key to changing attitudes, particularly in the community hospital

w
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Two points should be stressed in the educational process. First,

knowledge of incidents before they result in claims is the key to
successful handling of potential 1iability from the perspective of
both the physician and the hospite’. Second, it should be made known
that the information will be held confidential from outside parties
and the rest of the medical staff.146
A useful tool that can be utilized in working with physicians

in gaining their support of the risk management program is provided

at Appendix F.

Training
Although much has been written about the role of the hospital

risk manager, lawyers, physicians, etc., little attention has been
given in the literature to specific training models for risk manage-
ment. However, the South Carolina Hospital Association (SCHA) developed
a successful training program. The SCHA, in cooperation with its in-
surance consultants and the Carolinas Hospital and Health Services,
Incorporated, conducted a series of four regional seminars on this
subject. The seminar participants were given instructions to enhance
training and education efforts in risk management. They reviewed a
series of slide/tape programs that dealt with specific needs, based on
valid problem ana1ysisJ47

Risk managers have little knowledge about training and educators
know 1ittle about risk management. Specific problem areas and factors
which the risk manager must be aware of, and in which training should
be accomplished in the hospital are:

(1) Falls and medication errors are the most frequently reported

incidents;
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(2) Incident report forms are not always completed correctly, and

improperly completed forms cannot be analyzed for trend data;

(3) The most serious incidents occur in the operating room, the
recovery room or the emergency department;

(4) Hospital personnel repeatedly ask for more information about
the legal aspects of their work;

(5) Loss control surveys point to a need for more information on
equipment safety; and

(6) No clear models for risk management training programs exist]48

Training and education can provide information, change attitudes
or alter behaviors relative to problems that have been identified
through the risk management process. If the risk management process
identifies deviations from ideal or acceptable standards, training
can ensure that the persons who are deviating from standards have the
basis for change. However, training and education may not change the
supervisor's function as a role model.

Physical or fiscal constraints may be causing a problem and/or
internal issues may alter training outcomes or management response to
a problem. Training is not a panacea; rather it is a specific tech-
nique that provides intervention when a particular problem has been

identified.|4?

Infection Control

There has been a great deal of recent emphasis placed upon hospital
infection control programs. The National Safety Council, in its Health

Care Newsletter, dated January 1980, reported that the goals of hospital

infection control programs should be to:

(1) Identify the susceptible individuals and protect them before
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they acquire an infection;

(2) Identify spreaders and vehicles of bacterial or viral diseases
and segregate them before they disseminate an infection, and

(3) develop a knowledge of the working conditions under which per-
sonnel care for patients so that infection is not transmitted from per-
sonnel to patient, from patient to patient, and from patient to personne].w0

Documentation of hospital-associated infections is necessary to
establish a base-line for an institution and for specific medical ser-
vices and nursing units. Once a base-line is established, any evidence
of a problem or a potential prob1em can be readily seenj51

The hospital has a responsibility for infection control. This
includes orientation of all new employees on the importance of infection
control, personal hygiene and their responsibility in the infection con-
trol program. Another aspect is documented in-service education for
all departments and services, relative to infection prevention and con-
tro1.]52

There are specific areas in which hospitals may be found 1iable
as a result of infections:

(1

(2

) Infections caused by equipment and faulty techniques;
) Contact with infected patients;
(3) Hospital personnel as a source of infection;
(4) Notifying patients of the presence of infection (or failure to
do so);

(5) Negligence of personnel and staff (such as breaking aseptic
procedures); and

{6) Discovery and treatmenf of infection cannot always be traced

to a negligent act of the hospital, yet the hospital may be held iiable

for harm that results from infection if the hospital does not meet the
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standards of a good practice that would have caused the infection to N
be recognized.]53 T
&
Patient Relations ;
+
Sax states that humanistic health care and patient reiations are & o
-’
integral parts of a hospital risk management program, especially be- -
a
cause these issu~s have become major considerations in recent medical E ;
malpractice cases. Potential risk of injury to patients while they awe 3
receiving care must be identified, evaiuated and treated. The hospital's p

ultimate objective is, of course, to eliminate any risk of injury to

ST L]

patients. However, the hospital is a high-risk environment and pro- :; ‘
vision of medical care is a high-risk activity. Therefore, when pre- : .
vention of all risk is impossible, hospital personnel should seek to E f
reduce the frequency and severity of patient 1’njuv'y.154 ‘:

While advanced technology has made many high-risk procedures pes- _,
sible, it has decreased the human element in health care. At the same “ )
time, the incidence of malpractice cases has increased, largely, as a : .
result of better informed, more demanding health care consumers and un- 4
realistic expectations for dramatic treatment outc:omes.155 E:

A 1977 report of the American Bar Association's Commission on ‘: .
Medical Professional Liability emphasized the connection between 1iti- “
gation and patient-provider relations. It said that claims may be *
reduced dramatically by paying closer attention to patient relations ;
and the quality of medical care.1%6 - ‘

According to Sax, communication is the ey to creating an environ- -:? ‘

ment where both the physical and emotional needs of patients must be -ji‘
met. The patient relations component of a risk management program

makes the hospital more responsive to the emotional, as well as,
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physical needs of natients.157

Gekas writes that a hospital patient relations program can provide
information about potential risks at a very early stage. Further, some
states and federal agencies already require health care institutions to
have a procedure for handling patient complaints. Such efforts are an

essential part of a risk management program.158

Documentation

According to San Diego defense attorney R.W. Harian, because the
medical community does not understand the use of medical records in the
court room, hospitals often end up payirg sizeable settlements merely
because they cannot disprove Tiabilit 159Har1an suggests that the hosp-
tal administration stress the use of medical records as a defense tool.
If a patient is uncooperative or unruly, that should be documented in
the medical record. The record is not just a plaintiff's xr‘ecor-d.]60

Harlan states that:

"Records that are sloppily completed and inconsistent can

damage the hospital's case. The plaintiff's lawyer can point out
the medical record as a reflection of the kind of care the patient

rece&;Fd. Sloppy records to a jury indicate that the care was slop-
py. "

A]]»medica] treatments administered to the patient should be
documented on the patient's record. Notation of machine or equipment
failure and the time of failure can help a hospital transfer 1iability
to the manufacturer or some other responsible authority. Chronology
of events is the most crucial element of record keepinglszln the case
of litigation, the time-frame can be critical. Emergency situations,
such as cardiac arrests, find the staff completing a series of pro-
cedures in a short time-frame with no chance to make notes or check

the clock. in this situation, attorneys recommend that medical
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professionals simply note the time the procedures began163For instance,

the entry on the chart should state: "At approximately 2 p.m., the
following events began to occur." Then the physician or nurse can
compile the notes after the procedures have been completed and list
the events that have taken place. Notation of the time the procedures
concluded should follow.'64

Harlan believes that the medical record should serve three dis-
tinct and equally important functions:

(1) As a record of the facts, not opinions, relevant to the treat-
ment of the patient;

(2) As a risk management tool; and

(3) As documentary evidence that stands by itself.165

For a detailed study of the role of medical records management

in risk prevention, sce Appendix 4.

Incident Reporting

The magazine, Hospital Risk Management, reports that no matter

what the hospital's bed size or budget, a comprehensive incident re-
porting system is essential to the success of a cost-cutting risk
management programJGQMrther, there are five common pitfalls with
most incident reporting systems as follows:

(1) Failure to file a report;

(2) Failure to complete reports properly;

(3) Incorrect routing of reports;

(4) Failure to activate immediate correction; and

(5) Failure to plan long-range prevention strategy]57

According to Hospital Risk Management, many incidents are not
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reported because some employees may fear the report will be used as

a disciplinary tool on them or will be a mark against them in their
record. Other employees simply may not understand the importance
of the incident report and the necessity to submit a report on each
incident.]68

To avoid this pitfall, administration should make sure that comple-
tion of the reports will not result in any kind of punitive measure
or any sort of negative reflection on anybody. Explaining the use
of the incident report so that the hospital staff can also realize
the importance of the report as a tool .in risk management can help.169

At Kennestone Hospital in Marietta, Georgia, the problem of
getting the facts was resoived by hiring a former policeman as risk
manager. After the form was completed, the risk manager interviewed
the person involved and advised them that only the facts pertinent
to the event should be included in their statementd/O The interview
also reinforces with the employee the importance of filing the reports
and completing the reports properly.

The problem of properly routing the incident report was resolved
at Lennox-Hill Hospital in New York City by incorporating a box in the
lower left-hand corner of the form itself which indicates exactly which
staff members will review the form and in which order the reviews will
take place]7]

Hospitals which are managed by the Hospital Corporation of America
forward all incident reports regardless of severity of the incident,
directly to the insurer. This policy eliminates hospital-level deci-
172

sions regarding possible Tiability.

To ensure that immediate action is taken, Kennestone Hospital
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employs a safety inspection follow-up memorandum, which alerts individual

departments in the hospital that the risk management office has found
a deficiency in that area. The form states, basically, what the problem
is, that it can be corrected, and that top management at the hospital
expects the department to correct the problem. The deficient depart-
ment responds, utilizing another section of the same form, listing
the specific actions which the department took to correct the problemJ73

When hospital employees complete an incident report at Lennox-
Hi11 Hospital, they usually complete a request for work order to cor-
rect the problem immediately. Where a change in policy or procedure
is indicated, the risk manager calls the matter to the attention of
the nurse or other individual who is responsible for the department or
for the specific procedure or policy. If a change is necessary, a
notice is published in the semi-monthly hospital newsletter which is
given to every nurse in the facility.74

Hospitals managed by the Hospital Corporation of America manage
problem-correction on an individual-hospital-basis. If no correction
is made and another incident occurs, the matter is brought to the
attention of the hospital's insurance company, which results in immediate
investigation by the insurer.175

According to Lennox-Hill Hospital, there are three uses for the
incident report:

(1) As an investigation and claims tool;

(2) As a reporting and statistical tool; and

(3) As a prospective correction tool.176

A good incident reporting system, according the risk manager for

Lennox-Hill, will ensure that the reports are used in all three ways.
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If a hospital is not using the reports in all three ways, the hospital

is probably not getting optimal results from the forms.177

Tactics for Coping with Potentially Compensable Events (PCEs)

Even in the best risk management programs, there are times when
preventive measures fail to do the job. Often a PCE will occur.

James Bostwick, a San Francisco plaintiff's lawyer outlined five tac-
tics for coping with PCEs: 178

(1) Communication. "Do not stop talking to the patient. You need
to communicate more at this time. If people 1ike you, 90 percent of the
time they will not sue. If they are going to sue anyway, you have not
hurt yourself by communicating with them.”

(2) Investigation. Investigate the incident from a positive stand-
point. Use a "we want to see what we can do to help" attitude. For
the employees, stress that the investigation will help to see what
action to take tc make their jobs easier.

(3) Legal representation. Do not leave the matter in the hands
of a defense lawyer who is acting on behalf of the insurer. Find out
what is going on with the case. The hospital might need its own law-
yer to Took into the situation. Further, a defense lawyer who is being
paid by the insurance company may not be acting in the best interest
of the hospital. Insurance officials may want to settle out of court
to avoid high Tegal fees and publicity, regardless of liability. The
reputation of the hospital must be considered in defense alternatives.

(4) Staff assignment. Hazard zones for potential malpractice
claims include the operating room, the emergency room, and anesthesia

services. These areas, because of their potential for litigation,
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should be staffed with extremely efficient and professional employees.

The physician who cannot practice anywhere else should not be working
in the emergency room.

(5) Medical staff insurance. Make sure that the physician is
insured. Lawyers will sue where the money is. They will find a way
to hold a hospital liable in a lawsuit if the pnysician is not insured.]79
One case involving an Rh-Factor infant who developed jaundice illustrates
this point. Although the nurses attending the baby charted carefully
the jaurdice and their efforts to get the uninsured attending physician
to take action, the hospital was found liable. Because the nurses did
not report the matter to a supervisor or somecne higher up in the ad-
ministration, who had the authority to get the physician to act or to
remove him from the case, the hospital paid. This suit against the
hospital would not have been necessary if the physician had been in-
4.180

sure

For detailed studies regarding occurrence screening and handling

of PCEs, see Appendix | .

Success of Individual Risk Management Progrems

Since the late 1960s, Lovelace Medical Center in Albuguerque, New
Mexico has operated a risk control program to improve its quality of
health care and minimize its liability to malpractice claims. The im-
petus for the program came, in part, from a malpractice suit filed against
the medical facility approximately 15 years ago. The outcome of the
suit was a Targe financial assessment against the facility that could
only partially be paid by the insurance. As a result of this problem,
the staff sensitivity to malpractice risk, and the administration's

support for the risk control program, a strong nroaran was




developed.181

The risk control nrogram at Lovelace Medical Center covers all
jts divisions and special services. These include a clinic division,
a multi-specialty group nractice of 80 physicians, a 200-bed hosnital
which contains an 18-bed alcohol treatment rehabilitation unit, a 100-
bed extended care facility, a sateilite family practice clinic in the
greater metropolitan area, and a health maintenance organization that
serves 5,000 nersons. 182

The organization and functioning of the risk control program are
standard throughout the medical center. The activities of the risk
control nrogram are initiated through incident renorts which, if they
denote a serious or legally threatening situation, are singled out
by the risk control manager for discussion and for the preparation of
a legal defense by the nrofessional review cowmittee.183

Lovelace Medical Center defines the incident as any hannenine,
with or without injury, involving natient mishan or serious exnression
of dissatisfaction. An exnression of dissatisfaction by the patient
is a result of the patient perceiving, rightly or wrongly, that he or
she has, in some manner, been slighted, neglected, mistreated or
injured. Types and examnles of incidents, accordina to the risk
manager at the medical center, are as follows:

(1) Sudden urexpected death or injury secondary to diagnostic
or theraneutic procedures (e.g., x-ray burn, nressure sores from casts);

(2) Drug error, reaction or injury;

(3) Fall, for any reason and with or without harm;

(4) Mishap due to faulty ecuipment or environment (e.g., broken

wheelchair, loose railing, unmarked stens);

T T T T T S S M S S TN VN AR A AT R R A R BRI ER w S I KRS RS AL D SIS S el R N KICAT o SWD PN XN W TNR o G K

L A AN

N N N L T N o N N N L L N L e N N i L T T W Tl ity

LA N




T A AN W WS N AN N,

———

3

56
(5) Expression of dissatisfaction of the medical care provided

or with the bill received;

(6) Serious complaint about delays;

(7) Hint of legal action; and

(8) Unexplained requests from an attorney for information about
a patient.

A1l health care personnel should learn to recognize incidents
and respond to them quickly and Lovelace Medical Center educates its
184

employees to enable them to do that.

Management and analysis of incident reports is the responsibility

ETE” S SR R
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of the risk control manager at Lovelace Medical Center. The Professional

-

Review Committee includes the risk manager, the director of nursing, and

FAXI @Y

six members of the medical staff who were selected by the chief execu-

tiv: officer in consultation with the chairman of the medical staff".]85
Since 1971, 28 suits have been filed against the medical center.

Two cases were settled out of court, seven were won and nine are pending.

Claims paid have been only a small percentage of the center's insurance

premiums. Conscqucntly, the proqgram has been a success, according to

- -} . [~ N
S MR 2

spokesmen for the medical center, 186 kﬁ
,\
In early 1977, Methodist Medical Center of I1linois, a 526-bed Q;

[

acute care teaching facility in Peoria, initiated a self-insurance 25
program for professional liability coverage. To facilitate the develop- Sk
ment of this program, a risk management committee was formed in 1976 ;k
to investigate the means by which the hospital's risk as both the ?§
':-’

insurer and the insured institution could be diminished. 33
&

Prior to the implementation of the medical center's quality ;ﬂ
assurance program, quality-oriented or safety-related issues had been EB
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under the purview of two separate groups--(1) those concerned-isith

YRR A

environmental safety, and (2) those involved in medical staff peer
review. The environmental safety group was headed by the safety
director and was involved with safety and disaster programs, third
party inspection reports, in-service training for nurses regarding
equipment safety, and inéident reporting187The medical staff group
was primary composed of independent peer review committees, such as
audit and utilization review, tissue review, medical records, infection
control, credentials and continuing medical education.]88

The major problem with the environmental safety group was that
its focus was reactive rather than preventive.

The main drawback to the activities of the medical staff group
was that the lines of responsibility were not clear in the routine
situations, and 1es; clear in the non-routine cases. The inevitable
result was that there was no formal resolution of the prob1em.189

To achieve the hospital's commitment to an effective patient

safety program and 1iability control system, a multi-disciplinary

-",r“!' oy,

approach was needed. The executive vice-president then formed a

risk management committee composed of physicians, nurses and other

PN

hospital personnel. Most committee members, who were chosen on the :St
basis of their creative problem-solving skills, represented units and %a
departments having high 1iability potential (e.g., the operating room, SE
the emergency department, laboratory and the maintenance department). E&i

The risk management committee reviewed the ways in which the medical
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center was affected by the nation-wide insurance crunch of the 1970s

and the potential ramifications of the hospital's decision to self-

insure. The committee then produced five recommendations believed to
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be necessary for the success of the risk control program at the

medical center. These recommendations are as follows:

(1) Policies and procedures should be examined to ensure and
facilitate patient care with a minimum of inconvenience to patients;

(2)Qualified personnel should be hired and retained to ensure
that patients receive high quality care;

(3) Provider/patient relationships should be examined to identify
and correct situations in which patient dissatisfaction might result
from patient interraction with hospital staff members;

(4) Education programs for physicians, nurses and other hospital
personnel should be provided to promote understanding of the importance
of minimizing the hospital's 1iability; and

(5) Claims review should be streamlined and data collection im-
proved."90

As a result of this risk management program, the medical center
realized improvements in patient safety and quality of care. Centralized

control of safety and quality-related activities introduced a method of

supervision for the program. Communication among committees was strength- S:
‘f‘.
ened and accountability was defined through the functions of the Quality ;:
ar
Assurance Committee and the vice president of medical affairs. During “

y-

the past year, the Quality Assurance Committee has addressed and resolved

numerous issues.‘gl

The Risk Management Committee. A risk reduction program must have

‘V
an organizational unit charged with analyzirg information related to ;:-
potential risk to patients and with ensuring that appropriate action 2

4‘__
is taken when necessary. While it i5 possible that the administrative ‘
]

program manager, coordinating as much as possible with other individuals,
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can nerform this role, tiie use of one or more committees is considered

to be a sunerior apporoach. The committee structure offers a forum for
the discussion of 1iability and safety issues drawing unon the exper-
tise of a wide range of disciplines‘and organizational units, both in-
ternal and external to the hosnital.

According to Nancy Dumas, patient renresentative at the 223-bed
Griffin-Spaulding Hosnital in Griffin, Georgia, liosnitals do not have
to have a nerson entitled risk manager to effectively monitor notential
nroblems and imnlement corrective measures. Dumas' hospital uses a
cormittee to handle the risk manacement activities. This committee
approach, Dumas maintains, is perfect for the smaller institutions which
are unable to justifv financially the creation of a salaried risk manaqer
posit‘ion.192

In addition to the financial savings that result from the com-
mittee approach, there is the added benefit of hosnital-wide coopera-
tion on risk management. Those serving on the "Patient and Public Safety"
(risk management) Cormittee include a social worker, the business
office manager, a nursing sunervisor, a utilizatiocn reviev nurse,
a natient representative, the chief pnarmacist, and the chief of
radio]ogy.193

Using the Patient and Public Safety Committee as a risk manace-
ment coordinating qroun vas a natural outgrowth of the hosnital structure.
The hosnital wanted to use a committee that it already had rather than
to form &« new one.194 Having the committee as an active "core" groun
for risk management functions was seen as an essential element of the
nrogran, because a number of other committees with "fringe" risk manage-

ment duties already looked to the Patient and Public Safety Committee
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for leadership.

The Patient and Public Safety Committee has sub-groups such as
employee safety, disaster, environmental control and fire safety groups,
which also deal with individual segments of the risk management pro-
gram. These smaller groups handle only the specialized duties outlined
in their titles and look to the Patient and Public Safety Committee
for overall risk management direction.195

The committee reviews all the incident reports, patient Representa-
tive's reports, and nursing services documentation. Then the committee
makes recommendations on communications to be directed to the patient
and the patient's family. Also, recommendations on in-service training
and staff education in relation to the problem can be made by the com-
mittee.

Another responsibility of the committee concerns follow-up of
incidents. If there is a patient fall or a medication error, the com-
mittee decides what course of action is best to take. Only when the
committee members are unable to agree on what course of action to be
taken, is intervention from the assistant administrator necessary. To
date, the committee has not had to call on him for help in making

decisions.196

Evaluation. Fragmentation and duplication of efforts, not knowing
if problems that arise are transitory or chronic, and the perenial ques-
tion of whether review activities are worth the cost, were issues plaguing
the administration and medical staff at a community hospital. The hospital
hired its first quality assurance director, a registered nurse with a
master's degree in hospital administration. The hospital, a 600-bed

acute care facility, has long been an active participant in quality
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assurance activities.

The hospital used a quality assurance/risk management (QA/RM)
Management Profile Analysis to analyze the hospital's existing quality
assurance and risk management functions, committees, personnel, and
reporting 1ines!97

Using the QA/RM Management Profile Analysis, the quality assurance
director and the quality assurance consultant set out to determine who
was collecting data and identifying problems, where the information
was being reported, and whether such information was being used to
solve problems.

Designed to help hospital personnel identify the extent of problems
and the scope of the hospital's risk management activities as necessary
prerequisites to establishing an integrated quality assurance/risk
management program, this tool provided a way for the hospital to profile,
or identify, its existing functions, committees, personnel, and reporting
lines, for ana]ysis]g8

Each quality assurance activity was reviewed and the following
information was obtained:

(1) To whom results of the activity are reported;

(2) The Yoration of the minutes and/or reports filed for the
activity;

(3) The primary data sources;

(4) The title (or name) and department of quality assurance support
personnel who assist the committee or activity in its functions; and

(5) The title (or name) and department of clerical support per-

sonnel who are responsible for scheduling meetings and for taking and

typing minutes.
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The QA/RM Management Profi]e‘Ana1ysis indicated that the hosrital's E& .
L.
risk management committee was inadvertently a burial eround. It was fu“;
receiving reports from the safety officer and summaries of incident é: {
reports prepared by the secretary to the hospital administrator, but N;i :
it did not review data related to clinical nroblems detected by tie S
other committees, nor did the risk management committee report to the 33
-
executive comittee, or to any other committee.200 Additionally, ;E:
nproblems discovered in interviews with hosnital nersonnel and in revieus :?
of continuing education programs were rencrted only to the associate :‘;
administrator for emplovee relations, and not to the risk managernent com- a:
mittee.zg1 ;
The tyne of renorting described above was clearly dilutinag the EE: R
Y
hospital's risk management program. Cormittee members felt that they EE )
vere simnly filling naner reaquirements and thev seldom linew whether a ;&J ;
problem was ever reso]ved.202 gch:
The Nuality Assurance/Risk Manacement (NA/PM) Management Profile EE:'%
Analysis can be invaluable in helping administrative nersonnel, medical ;'
staffs and quality assurance nersonnel focus their efforts on centralizine S;_‘ -
information collection. Aralysis found that the cuality assurance 3; :
and ri<¥ management activities in many hosnitals have arown into naper- ;" )
work monsters. Many facilities and risk manacement activities have EE% '
been added without being integrated into existing functions Immortant EE' #

information that would make all activities more effective is beina lost

A
o

or underutilized, and hoth professional and sunnort time is being used
203
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inefficiertly.
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Problem Solving Methodology

In order to develop a comprehensive risk management program at
the USAF Academy Hospital, it was determined that a systems approach
would be utilized. First, as has already been discussed, the magni-
tude of the problem had to be determined. This was accomplished
through a systematic and thorough review of historical data and case
files, interviews with hospital personnel and their legal advisors and
an in-depth review of the military literature on the subject.

The second major step in the problem-solving methodology was to
review all available literature on the malpractice problem and risk
management in order to: (1) determine the magnitude of the problem
in civilian hospitals, and (2) discover how those hospitals resolved
their risk management and malpractice problems.

Finally, a seven-phase, systematic approach was employed in
developing and implementing a comprehensive risk management program
at the USAF Academy Hospital, utilizing the best information gleaned
from literature, interviews, seminars and discussions on the subject.
This seven-phase approach to development and implementation of the

program at the Hospital will be discussed in the next chapter.
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